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COST ACCOUNTING STANDARDS BOARD
Debate on the continued existence of the Board as a separate entity began recently 
in a hearing before the Senate Banking Committee. Committee Chairman William 
Proxmire (D-Wis) called the hearing in response to a recent action by the House 
Appropriations Committee whereby the Board's budget request for fiscal 1980 was 
cut and a recommendation made that the Board be abolished and its functions 
transferred to the executive branch. Those speaking out in favor of contin­
uation of the CASB's current status included Sen. Proxmire, original sponsor 
of the enacting legislation; members of the Board; and GASB Chairman and 
Comptroller General Elmer B. Staats. Staats stated that he favors retaining 
the Board in its present independent form, but believes that dissolution is 
probable and in that case he favors transfer of the CASB functions to the GAO. 
Those persons testifying in opposition to the Board, which included Rep.
Adam Benjamin (D-Ind) whose House Appropriations Legislative Subcommittee 
apparently originated the abolition movement, Defense Department spokesmen, 
and industry representatives, appeared to feel that the Board will have 
completed its useful life with the promulgation of standards for indirect 
costs. There was a general lack of support among the witnesses for the 
transference of the Board's functions to the GAO on the grounds that the GAO 
would then be responsible for reviewing its own standards in addition to 
implementing them.
COUNCIL ON WAGE AND PRICE STABILITY
The final anti-inflationary pay standards have been issued (see the 11/6/79 Fed.
Reg., pp. 64276-84). These standards would apply for the second program year. 
Among the topics covered are the two year price limitation, insufficient 
product coverage, profit limitation, and modified standards. The standards 
are effective as of 10/1/79.
At the same time, the Council also issued final procedural rules 
covering submission of documents, confidentiality, requests for approval of 
exceptions, investigations and determinations of noncompliance. These 
rules are also effective as of 10/1/79.
FEDERAL DEPOSIT INSURANCE CORPORATION
A toll-free Consumer Telephone Hotline which will allow the public to ask questions, 
present views, and voice complaints about consumer or civil rights matters 
in banking has been introduced recently by the FDIC. The new consumer service 
will be administered by the Office of Consumer Affairs and Civil Rights. The 
toll-free number is 800/424-5488 and it is in service weekdays from 8:30 a.m. 
to 5:15 p.m. (EST). FDIC Chairman Irvine H. Sprague said consumer affairs 
and civil rights have become increasingly important in banking. "We believe 
that this new service is a simple and sensible approach to help consumers learn 
what their rights are in these areas and to broaden their general knowledge 
of banking," he said. Chairman Sprague noted that banks too should benefit, 
because the service can be expected to help resolve disputes stemming from 
customer confusion or misunderstanding of proper banking practices.
FEDERAL ELECTION COMMISSION
Presidential Primary Matching Fund regulations have been submitted to Congress
by the FEC (see the 11/5/79 Fed. Reg., pp. 63756-58). The revised regulations
require candidates to certify prior to receiving funds that they have not
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and will not exceed expenditure limitations. Candidates who knowingly exceed 
the limitations will be ineligible to receive public funds. The regulations 
also contain various conforming amendments. If neither House of Congress dis­
approves, the regulations will be in effect after 30 legislative days. Comments 
are sought by 12/5/79. For more information contact Patricia Ann Fiori at 
202/523-4143.
FEDERAL RESERVE BOARD
A conference on HR 4986, legislation legalizing NOW accounts nationwide, has been
requested by the House. The bill was recently approved by the Senate with the 
following amendments: removal of Title 2 of the bill which would have per­
mitted the FRB to set reserves on all NOW accounts regardless of whether 
they were held at member banks; a six-month moratorium on the purchase of 
federally-chartered banks by foreign concerns; a proposal for a study of ways 
to assist financial institutions holding large portfolios of low-interest 
mortgages; and several other changes. The Senate version of the legislation 
then went to the House floor for consideration, which was completed last week. 
The House voted to amend the bill and return it to the Senate with a request 
for conference. The House amendment, in effect, struck all Senate changes in 
the proposal and added the provisions of HR 7, a proposal dealing with Federal 
Reserve membership and monetary policy which was passed by the House earlier 
this year.
A proposed form to revise the Annual Report of Foreign Bank Holding Companies,
Foreign Banks, and Foreign Parent Companies was submitted last week by the 
FRB (see the 11/8/79 Fed. Reg., p. 64906). The report, F.R. Y-7, is currently 
filed by bank holding companies. The proposal would require the report to be 
filed by foreign banks with U.S. banking operations that are conducted 
through a commercial lending company, and by foreign parent companies con­
trolling such foreign banks. In addition the report will be filed with the 
FRB on an annual basis. Comments on the proposal are sought by 1/4/80.
For further information contact Stephen Lovette at 202/452-3622 or Kathleen 
O ’Day at 202/452-3786.
FEDERAL TRADE COMMISSION
Substantial curtailment of FTC authority became more of a certainty with the 
introduction of a bill on 11/8/79 by a leading FTC advocate, Sen. Wendell 
Ford (D-Ky). S. 1991, the "Federal Trade Commission Act of 1979)," would 
amend FTC adjudications and rulemaking, while also providing the continuing 
appropriations necessary for the agency's existence. In introducing his 
bill, Sen. Ford accused the FTC of extending "its broad statutory mandate- 
enforcement and administrative under 27 separate acts since 1914 - and pushing 
it above and beyond the limit." Ford stressed the need for regular Con­
gressional oversight as a way of assuring that the FTC will carry out the 
wishes of Congress and not act "as though it is the lone public policy- 
maker".
Sen. Ford proposed that the Senate Consumer Subcommittee hold oversight 
hearings every six months, during the life of the PIC authorization. Other 
areas addressed by Ford's bill include striking the proposed standards and 
certification rule; limiting FTC advertising authority to cases of "false 
and deceptive" advertising (deleting "unfairness"); narrowing the subpoena 
power and imposing new standards of confidentiality; requiring the agency 
to publish regulatory alternatives and conduct cost-benefit analyses;
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allowing recovery of attorney’s fees when small businesses prevail against 
the FTC; requiring publication of an advance notice to proposed rulemaking; 
restricting meetings between FTC Commissioners and rulemaking staff to those 
"on the record"; and limiting consumer groups to a $75,000 maximum for 
participating in a rulemaking proceeding. The bill does not contain pro­
visions for a legislative veto over FTC action. Sen. Ford is opposed to 
such a solution and is optimistic that his bill will satisfy Senate critics 
of the agency. The House bill, HR 2313, scheduled for consideration last 
week, has been rescheduled for full House consideration this week.
GENERAL ACCOUNTING OFFICE
A report entitled "Failure to Provide Effective Audits of Federal Grants" has
been released by the House Government Operations Committee. It is the re­
sult of a study performed by the Subcommittee on Legislation and National 
Security and is based on hearings held earlier this year and a review by the 
GAO. In addition to background material, it contains the following findings: 
grant audits are haphazard and ineffective; audit coordination between 
agencies is impeded by inflexible requirements, the lack of standard audit 
guidelines, and the lack of information on who funds or audits which re­
cipients; OMB policy guidance on grant audits has been ineffective; and 
inadequate and inefficient use of existing resources is resulting in gaps 
in audit coverage. Copies of the report may be obtained by writing the
 Subcommittee on Legislation and National Security, U.S. House of Representatives, 
B373 Rayburn House Office Building, Washington, D.C. 20515.
 
INTERSTATE COMMERCE COMMISSION
A final rule which eliminates the annual and quarterly reporting requirements
for pipeline companies regulated by the Commission was published in the 
10/31/79 Fed. Reg., pp. 62517-18. These carriers will only be required to 
certify that their records are being maintained in accordance with the uni­
form system of accounts. The rule is effective as of 12/17/79. For more 
information contact Bryan Brown, Jr. at 202/275-7448.
OFFICE OF MANAGEMENT AND BUDGET
"Financial Management of Federal Assistance Programs" is the title of a recent 
publication by the OMB. The booklet summarizes a series of Circulars that 
establish uniform, simple rules for dealing with the Federal Government.
The rules are part of President Carter's program to streamline Federal aid 
and were developed in consultation with the General Accounting Office and 
other affected organizations. Due to the technical language of the Circulars, 
the publication is intended to provide a brief overview of the various 
requirements.
SECURITIES AND EXCHANGE COMMISSION
The current disciplinary procedure for accountants practicing before the SEC was 
recently questioned. "The Commission should discipline an accountant only 
where there is a clear and direct link between the accountant’s conduct and 
the Commission's express authority and its express regulatory processes", 
according to SEC Commissioner Roberta Karmel. In a speech given on 11/7/79 
entitled "The Need for Nexus in Disciplining of Accountants", she outlined 
concerns over the SEC's use of Rule 2(E) proceedings to discipline pro­
fessionals such as accountants and attorneys practicing before the SEC. She
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concluded that the SEC should not be using Rule 2(E) as a general enforce­
ment tool against incompetent or unethical auditors.
Commissioner Karmel reiterated her support for the self-regulatory efforts 
of the AICPA. She concluded that the SEC will have to be given express 
statutory authority for disciplining accountants "in order for self-reg­
ulation to become fully effective and to enjoy the confidence of the entire 
profession and the public." Commissioner Karmel called on the SEC to request 
whatever clarifying legislation is required to make that authority express.
Commission action on internal accounting controls may be delayed according to SEC 
Chairman Harold Williams. In a question and answer session following a speech 
given on 11/7/79, Chairman Williams noted that the unprecedented number of 
responses to the SBC's proposal on internal controls had caused the SEC to 
fall behind on the issue. He added that it may be too late in the year to 
impose new reporting requirements on registrants. Responding to criticism 
of the SEC's recent action which will eventually rescind ASR 190, Chairman 
Williams characterized himself as an "ardent supporter" of replacement cost 
accounting.
In his prepared remarks Chairman Williams called for the establishment 
of a new mechanism, involving both the President and the Congress, to in­
stitutionalize strengthened, comprehensive oversight of Federal regulatory 
programs. He called for the President to submit a "state of regulation" 
report assessing existing regulatory programs and for the Congress to est­
ablish a new mechanism to review those regulations.
Proposed rules amending the form and content of financial statements of bank
holding companies and banks have been issued (see Rel. No. 33-6145, 11/7/79). 
The proposed amendments would reduce the schedule reporting details of re­
ceivables from non-officer directors and a revision in the reporting of 
certificates of deposit and other time deposits in amounts of $100,000 or 
more in domestic bank offices and in foreign activities. Under the proposal, 
Schedule I of Rule 9-05 will be amended to provide for aggregate reporting 
of amounts receivable from nonofficer directors made in the ordinary course 
of business. Comments on the proposal are sought by 12/31/79. For further 
information contact Lawrence Bloch at 202/272-2130.
The moratorium on the adoption or extension of capitalization of interest cost
by companies other than public utilities has been rescinded (see ASR 272 
issued on 11/7/79). The SEC agreed to rescind the moratorium in response 
to initiatives taken by the Financial Accounting Standards Board (FASB) 
in establishing a financial accounting and reporting standard for capital­
ization of interest cost. The SEC had adopted the moratorium in light of 
concern that an alternative to the general practice of expensing interest 
cost as incurred had developed without careful consideration of such change 
by the FASB. In October, 1979, the FASB issued FAS No. 34 which establishes 
standards for the capitalization of interest cost as part of the historical 
cost of acquiring an asset under certain circumstances. In addition to 
rescinding the moratorium imposed by ASR 163, the SEC is amending its dis­
closure requirements for interest cost under Rule 3-16(r) of Regulation 
S-X effective 11/6/79. Recision of the moratorium is effective upon adoption 
by registrants of the FASB standard. For more information contact Lawrence 
Best or John Albert at 202/272-2130.
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TREASURY, DEPARTMENT OF
Dominic A. Tarantino, CPA, and a member of the AICPA Federal Taxation Executive 
Committee is one of the 16 tax specialists who have been selected for the 
1979-80 IRS Commissioner's Advisory Group. The panel generally meets quart­
erly with the Commissioner and senior staff officials to discuss issues in 
tax administration. The first meeting of the advisory panel has been 
scheduled for 11/26 and 11/27/79. The agenda for that meeting will be an­
nounced shortly.
The controversial value-added tax (VAT) failed to receive support from the Carter 
Administration in opening hearings held by the House Ways and Means Committee 
on 11/8/79. Treasury Secretary G. William Miller outlined a series of concerns 
raised by the VAT proposal and his criticisms were echoed by many members 
of the tax-writing panel. Secretary Miller stated that the complicated 
tax is by nature regressive. He doubted that substituting VAT for Social 
Security taxes would either increase savings or encourage capital formation.
He pointed out that the potential inflationary impact of any VAT proposal 
would be a serious drawback. Turning to the issue of the U.S. balance of 
trade, Secretary Miller stated it is doubtful that VAT would significantly 
improve the U.S. position in world trade.
In a related development Ways and Means Chairman and VAT sponsor Al 
Ullman (D-Ore) again tied any business tax cut to the passage of VAT.
Speaking in Washington on 11/5/79, Chairman Ullman stated that barring a 
severe recession, Congress would not vote a business tax cut without re­
structuring the tax system with the VAT approach.
Russell E. Dyke, CPA has been appointed Assistant Commissioner for Planning and 
Research for the IRS. He will be responsible for planning long range 
projects, analyzing pending legislation, and developing statistical and 
analytical projects for IRS programs. He has previously served as director 
of the returns processing and accounting division.
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